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OATH OR AFFIRMATION

Paul Ehrenstein
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Katalyst Securities LLC
as

of
December 31 201 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

DIERDRESTEINHAUSAINBINDER
Notary Public State of New York

No O1A4899711 Owner/Secretary
Quahfied in Nassau County

Title

This report contains check all applicable boxes
12 Facing Page

Statement of Financial Condition

Statement of Encome Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment ofcertain portions of this filing see section 240 17a-5e3



Joseph Gomeringer

Certified Public Accountant

95 West Main Street Suite 8A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomeringercpa@earthlink.net

INDEPENDENT AUDITORS REPORT

To the Members

Katalyst Securities LLC

have audited the accompanying statement of financial condition

of Katalyst Securities LLC as of December 31 2010 and the

related statements of operations cash flows and changes in

members equity for the year then ended These financial

statements are the responsibility of the Companys management
My responsibility is to express an opinion on these financial

statements based on my audit

conducted my audit in accordance with auditing standards

generally accepted in the United State of America Those
standards require that plan and perform the audit to obtain
reasonable assurance about whether the financial statements are

free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in

the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by

management as well as evaluating the overall financial
statement presentation believe that my audit provides
reasonable basis for my opinion

In my opinion the financial statements referred to above

present fairly in all material respects the financial position
of Katalyst Securities LLC at December 31 2010 and the results
of its operations and cash flows for the year then ended in

conformity with accounting principles generally accepted in the

United States of America



My audit was made for the purpose of forming an opinion on the

basic financial statements taken as whole The information
contained on pages 14 and 15 is presented for purposes of

additional analysis and is not required as part of the basic

financial statements but is supplementary information required

by Rule 17a-5 of the Securities and Exchange Commission Such

information has been subjected to the auditing procedures

applied in my audit of the basis financial statements and in my
opinion is fairly stated in all material respects in relation
to the basic financial statements taken as whole and in

conformity with the rules of the Securities and Exchange
Commission

Very tru yours

Joseph eringer

Certifilffr/blic
Accountant

Chester New Jersey

Februar
28 2011



Statement

KATALYST SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

ASSETS

Cash and Cash Equivalents 17500

Total 17500

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accrued Liabilities 5800

Total Liabilities 5800

Members Equity

Members Equity 11700

Total 17500

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2010

REVENUES

Financial Advisory Fees 31900

WriteOff of Investment Securities 371

Total Revenues 31529

EXPENSES

Registered Representative Compensation 26400
Regulatory Cost 1846
Payment to Managing Member 5000
Professional Fees 2572
Rent 13778
Office 3366
Phone 5522
Bad Debt Expense 67595

Total Expenses 126079

Net Loss 94550

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2010

Members Equity Beginning of Year 106950

Net Loss for the Year 94550

Members Equity End of Year 11700

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF CASH FLOWS INDIRECT METHOD

FOR THE YEAR ENDED DECMEBER 31 2010

Operating Activities

Net Loss For The Year 94550
NonMarketable Securities 371

Increase in Accrued Liabilities 2301
Decrease in Due from Affiliate 87595

Total Cash Provided by Operating Activities 4283

Net Decrease in Cash 4283

Cash and Cash Equivalents Beginning of Year 21783

Cash and Cash Equivalents End of Year 17500

The accompanying notes are an integrai part of the financial statements



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2010

ORGANIZATION

Katalyst Securities LLC the Company was Pennsylvania
limited liability company incorporated on February 23 2001 and

was wholly owned subsidiary of Katalyst LLC Katalyst On

October 26 2010 FINRA approved the ownership change of

Katalyst Securities LLC The former owner Katalyst LLC sold

its 100% ownership interest to Securities Operations

Specialists Inc New York corporation

Katalyst Securities LLC Delaware LLC is now wholly owned

subdsidiary of Securities Operations Specialists LLC SOES
The Company is licensed as securities broker/dealer with the

Securities and Exchange Commission SEC and is member of

the Financial Industry Regulatory Authority Inc FINRA As

such the Company is subject to the Securities Exchange Act of

1934

The Company provides services in connection with private capital

placements and merger and acquisition transactions

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Assets liabilities revenue and expenses are recognized
under the accrual method of accounting The company records
income from securities transactions on trade-date basis

The company is an LLC under the Internal Revenue Code and

New York State Tax code Any income or loss of the company
is reported by the individual members income tax returns

Consequently no provision is made by the company for

federal and New York State income taxes New York City does

not have comparable provisions in its tax code Accrual for

this tax has been provided for in the financial statements



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2010

CONTINUED

SIM4Afl OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

The preparation of financial statements in conformity with

generally accepted accounting principles requires that

management make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results

could differ from those estimates

Cash and cash equivalents include time deposits and

certificates of deposit with original maturation of

three months or less

Fair Value Measurements The Companys assets recorded

at fair value are categorized below based upon fair

value hierarchy in accordance with SFAS No 157 at

December 31 2010 The Company held no Level

security

Services and Expense Agreement The Company and

Katalyst were parties to services and expense

agreement as amended and restated whereby all costs
and expenses of the Company has been recorded directly

by the Company including certain shared expenses with

Katalyst which were allocated to the Company by

Katalyst based upon the proportional use of the service

or product and costs paid by Katalyst on the Companys
behalf under an expense sharing and allocation

agreement effective November 2003 During the year
ended December 31 2010 the Company had shared

expense agreement from January 2010 through August
31 2010 with Katalyst LLC and from September 2010

through December 31 2010 with Paul Ehrenstein

Associates Inc New York corporation owned 100% by
Paul Ehrenstein who is also 50% owner of Katalyst
Securities LLC parent company Securities Operations
Specialists Inc

10



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2010

CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Katalyst and Paul Ehrenstein Associates LLC will share

expenses Those related to licensing and operations will be

paid by Katalyst directly rent salaries and office costs

will be paid by Paul Ehrenstein Associates LLC and
reimbursed by Katalyst based on the allocation of the

proportionate share based on NASD Notice 03-63 and SEC

interpretive letter dated July 11 2003

NET CAPITAL REQUIREMENT

As registered broker dealer the company is subject to the

Securities and Exchange Commission Uniform Net Capital Rule
15c3-1 The rule requires that the company maintain
minimum net capital as defined of the greater of $5000 or

2/3 percent of aggregate indebtedness as defined As of

December 31 2010 the company had net capital of $11700
which exceeds its requirements by $6700

11



Schedule

KATALYST SECURITIES LLC

SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER RULE l5c3-l

OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2010

Net Capital

Total Members Equity 11700

Deductions and/or Charges

Non-Allowable Assets

from Statement of Financial Condition -0--

Net Capital 11700

Net Capital Minimum Requirement 5000

Excess Net Capital 6700

Aggregate Indebtedness

from Statement of Financial Condition

Accrued Liabilities 5800

Total Aggregate Indebtedness 5800

There are no material differences between the amounts presented
above and the amounts reported in the companys FOCUS Report as

of December 31 2010

The accompanying notes are an integral part of the financial statements
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Schedule

KATALYST SECURITIES LLC

REQUIREMENTS UNDER RULE 15c3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 15c3-3 under
the Securities Exchange Act of 1934 in that the Companys
activities are limited to those set forth in the conditions for

exemption appearing in paragraph of that rule

13



Joseph Gomeringer
Certified Public Accountant

95 West Main Street Suite 18A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomeiingercpa@earthlink.net

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-UPON

PROCEDURES RELATED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

The Member of

Katalyst Securities LLC

In accordance with Rule 17a-5e under the Securities

Exchange Act of 1934 have performed the procedures enumerated

below with respect to the accompanying Schedule of Assessment

and Payments Assessment Reconciliation Form SIFt
7T to the Securities Protection Corporation SIPC for the

Year Ended December 31 2010 which were agreed to by Katalyst
Securities LLC and the Securities and Exchange Commission
Financial Industry Regulatory Authority Inc and SIPC solely
to assist you and the other specified parties in evaluating

Katalyst Securities LLCs compliance with the applicable
instruction of the Transitional Assessment Reconciliation Form
SIPC-7T Katalyst Securities LLC management is responsible for

the Katalyst Securities LLC compliance with those requirements
This agreedupon procedures engagement was conducted in

accordance with attestation standards established by the

American Institute of Certified Public Accountants The

sufficiency of these procedures is solely the responsibility of

those parties specified in this report Consequently make no

representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has

been requested or for any other purpose The procedures
performed and my findings are as follows

Compared the listed assessment payments in From SIPC-7T with

the cancelled check noting no differences

Compared the amounts reported on the audited Form X-17A-5
for the year ended December 31 2010 as applicable with the

amounts reported in Form SIPC-7T for the year ended December 31
2010 noting no differences and

Proved the arithmetical accuracy of the calculations
reflected in Form SIPC7T noting no differences

14



Katalyst Securities LLC

Page

was not engaged to and did not conduct an examination the

objective of which would be the expression of an opinion on

compliance Accordingly do no express such an opinion Had

performed additional procedures other matters might have come

to my attention that would have been reported to you

This report is intended solely for the information and use of

the specified parties listed above and is not intended to be and

should not be used by anyone other than these specified parties

Very tru

Joseph
Certifiec .c Accountant

Chester
February

yours

Jersey
2011
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Joseph Gomeringer

Certified Public Accountant

95 West Main Street Suite 8A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomthngercpa@earthlink.net

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED
BY SECURITIES AND EXCHANGE COMMISSIONS RULE 17A-5

To the Members

Katalyst Securities LLC

In planning and performing my audit of the financial statements

and supplementary information of Katalyst Securities LLC the
Company as of and for the year ended December 31 2010 in

accordance with auditing standards generally accepted in the

United States of America considered the Companys internal

control over financial reporting as basis for designing my
auditing procedures for the purpose of expressing my opinion on

the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control

Accordingly do not express an opinion on the effectiveness of

the Companys internal control

Also as required by rule 17a-5gl of the Securities and

Exchange Commission SEC have made study of the practices
and procedures followed by the Company including consideration of

control activities for safeguarding securities This study
included tests of such practices and procedures that considered

relevant to the objectives stated in rule 17a5g in making the

periodic computations of aggregate indebtedness or aggregate
debits and net capital under rule 17a3a l1and for determining

compliance with the exemptive provisions of rule 15c33 Because

the Company does not carry securities accounts for customers or

perform custodial functions relating to customer securities did

not review the practices and procedures followed by the Company in

any of the following

Making quarterly securities examinations counts
verifications and comparisons and recordation of differences

required by rule 17a13
Complying with the requirements for prompt payment for

securities under Section of Federal Reserve Regulation of

the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of

all fully paid and excess margin securities of customers as

required by rule 15c3-3
16



The management of the Company is responsible for establishing and

maintaining internal control and the practices and procedures
referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are

required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and

procedures can be expected to achieve the SECs above-mentioned

objectives Two of the objectives of internal control and the

practice and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use

or disposition and that transactions are executed in accordance

with managements authorization and recorded properly to permit
the preparation of financial statements in conformity with

accounting principles generally accepted in the United States of

America Rule l7a5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the

practices and procedures referred to above error or fraud may
occur and not be detected Also projection or any evaluation of

them to future periods is subject to the risk that they may
become inadequate because of changes in condition or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of

control does not allow management or employees in the normal
course of performing their assigned functions to prevent or

detect misstatements on timely basis significant deficiency
is control deficiency or combination of control deficiencies
that adversely affects the entitys ability to initiate
authorize record process or report financial data reliably in

accordance with generally accepted accounting principles such

that there is more than remote likelihood that misstatement
of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys
internal control

material weakness is significant deficiency or combination
or significant deficiencies that results in more than remote
likelihood that material misstatement of the financial
statements will not be prevented or detected by the entitys
internal control

My consideration of internal control was the limited purpose
described in the first and second paragraphs and would not

necessarily identify all deficiencies in internal control that

might be material weaknesses did not identify any

17



deficiencies in internal control and control activities for

safeguarding securities that consider to be material

weaknesses as defined above The auditor found no material

inadequacies to exist or to have existed since the date of the

December 31 2009 previous audit Accordingly no corrective
action was proposed by the broker

understand that practices and procedures that accomplish the

objectives referred to in the second paragraph of this report are

considered by the SEC to be adequate for its purpose in

accordance with the Securities Exchange Act of 1934 and related

regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate
material inadequacy for such purposes Based on this

understanding and my study believe that the Companys
practices and procedures were adequate at December 31 2010 to

meet the SECs objectives

This report is intended solely for the information and use of

management the Securities and Exchange Commission the Financial

Industry Regulatory Authority Inc and other regulatory agencies
that rely on rule 17a5g under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers and
is not intended to be and should not be used by anyone other than
those specified parties

Accountant
Joseph

Chester
February 2011
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